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LETTEB OF TBANSMTCTAL. 



To the Legislative Assembly of the State of Oregon: 

In compliance with the provisions of Section 4, Chapter 218, 
Laws of 1909, the Board of State Tax Commissioners here- 
with submits its First Biennial Report. 
Salem, Oregon, December 31, 1910. 

F. W. Benson, 
Governor and Secretan^ of State, 
Chairman, 

Geo a. Steel, 

State Treasurer. 

J. B. Eaton, 
Chas. V. Galloway, 

Commissioners. 
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INTRODUCTION. 



Under the provisions of the Act of 1909 providing for a 
Board of State Tax Commissioners, Governor Geo. E. Chamr 
berlain, Secretary of State F. W. Benson, and State Treasurer 
Geo. A. Steel appointed J. B. Eaton, of Union County, and 
Chas. V. Galloway, of Yamhill County, as Tax Commissioners. 
Said Commissioners having qualified as required by law, the 
Board organized on March 2, 1909, with the Governor as 
Chairman, ex officio, and elected C. L. Starr, of Polk County, 
Secretary. 

The Board of Commissioners appointed in 1905 for the 
purpose of examining matters of assessment and taxation had 
reported to the Legislative Assembly of 1907 in favor of the 
creation of a Board of State Tax Commissioners with duties 
and functions in large part similar to those imposed and con- 
ferred on this Board. This plan in taxation is in harmony 
with the experience and practice of those states which have 
been making most substantial progress toward rational reform 
in the assessment and taxation of property. 

The immediate circumstances in reference to the creation 
of this Board were, in brief, as follows: The Legislative 
Assembly of 1907 enacted the tax code reported by the Com- 
missioners, excepting the bill providing for a permanent tax 
commission. But complications subsequently arose which 
necessitated a readjustment of the entire basis of apportion- 
ing State taxes as prescribed by the law of 1907. In the case 
of Yamhill County v. Foster, 53 Or. 124, the Supreme Court 
held that "Laws of 1907, page 455, Section 9, providing for 
an apportionment of State taxes to be collected by the sev- 
eral counties not based on the assessed valuation thereof for 
the current year, but on the assessed valuation of the several 
counties for the five years preceding 1901, was invalid for non- 
uniformity." The Legislature then in session immediately 
enacted an emergency measure (Chapter 14, Laws of 1909) 
providing for equalization between counties, by a temporary 
board consisting of the Governor, Secretary of State and State 
Treasurer, of the assessments of 1908 and reapportionment of 
the State taxes for 1909 on such equalized basis. 

It being necessary to provide a permanent body to perform 
this work of equalization and apportionment from year to 
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6 Report of Board of State Tax Commissioners. 

year, it was a logical solution for the Legislature to take up 
the tax commission bill of 1907 and broaden its scope to in- 
clude the equalization and apportionment features. 

EQUALIZATION OP COUNTY VALUATIONS AND APPORTION- 
MENT OP STATE TAXES. 

The equitable apportionment of taxes to be paid by local 
jurisdictions is one of the most serious and difficult problems 
in any scheme of taxation. The disastrous consequences in 
Oregon of the attempt to apportion State taxes on the basis 
of county valuations as fixed by county assessors and boards 
of equalization, is well known. The logical result of such 
manner of apportionment has ever been a mad scramble be- 
tween counties for low valuations and consequent evasion of 
obligations to the State. The futility of attempting to cor- 
rect this abuse through a State board of equalization, the same 
not being clothed with authority to supervise county assess- 
ments nor with full power to readjust valuations as returned 
by county boards, is illustrated in the lamentable experience 
of Oregon with her State Board of Equalization from 1893 
to 1898. Just during this period the struggle for low county 
valuations was most strenuous. 

The Legislature of 1901 provided a departure from this 
basis of apportionment by specifying a set of county ratios 
determined by assessed valuations of the five years immedi- 
ately preceding. It was enacted that these fixed ratios should 
be the basis of apportionment until the year 1905, when they 
were to be succeeded by an apportionment based on county 
expenditures. In this plan as contemplated in Oregon, ex- 
penditures for a period of five years were to be considered. 
Certain county expenses were not to be taken into account; 
the exceptions being, at first, expenditures for roads, and 
later, for erection of court houses, on account of pestilence or 
epidemics and for payments of interest and principal of county 
indebtedness. The time when the apportionment-by-expendi- 
ture basis should become effective was successively postponed, 
first by the Legislature of 1903 changing the time for begin- 
ning its use from 1905 to 1910, then by Legislature of 1907 
making a further postponement to 1912. 

The apportionment-by-expenditure plan as provided in our 
laws, while not worked out on the logical basis and in the 
equitable manner suggested by its author, Lawson Purdy, 
president of the Department of Taxes and Assessments of 
New York City, yet attracted the attention and general ap- 
proval of experts in taxation of the entire country. But this 
plan was never permitted a fair trial or, in fact, any trial 
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at all in Oregon. The apportionment of State taxes by the 
fixed table of ratios had proved so unsatisfactory that it was 
attacked in the courts by Yamhill County, as before stated, 
with the result that both the fixed basis of apportionment and» 
incidentally, the apportionment-by-expenditure basis were held 
to be invalid in Oregon on account of constitutional limita- 
tions. We were compelled to revert to an apportionment 
determined by current year assessments, subject to equaliza^ 
tion of the county valuations by a State Board. 

The first apportionment by this Board of State taxes to be 
paid by the counties was for the year 1910, on equalization 
of county assessed valuations of the year 1909. Immediately 
upon its organization the Board proceeded to get in touch 
with the county assessors for the purpose of promoting the 
highest possible degree of uniformity in assessment methods 
and practice. A compilation of the laws of the State relating 
to assessment and taxation was prepared for the use of the 
assessors and for general distribution. General and special 
instructions were issued, in all cases the assessors being 
urged to exercise their best efforts for the assessment of all 
taxable property at the full cash value thereof. As required 
by law at least one of the Commissioners has visited every 
county in the State each year, going over the work with each 
assessor, and making personal investigation of the manner 
in which property was being assessed in the several counties. 

In this connection it is proper to say that the assessors 
have, with very few exceptions indeed, shown a disposition 
for earnest co-operation with the Board toward the improve- 
ment of methods of assessment and compliance with the law^ 
The assessor's task is at best most difficult. Such shortcom- 
ings as we have found in the work of the county assessors 
result more from the limitations and difficulties under which 
they are compelled to work than from any purpose to evade 
responsibilities or perform duties in other than a fair and 
conscientious manner. There is much of injustice perpetrated 
in the name of taxation but this comes far more from defects 
in the system of assessment than from the weakness or incom- 
petency of assessing officers. We have found assessors gen- 
erally earnest, hard-working and faithful public servants. 

In its work of reviewing and equalizing county valuations 
the Board has tried to base calculations and deductions on 
substantial basis rather than on haphazard conclusions. Our 
laws command that all property shall be assessed at full cash 
value. But there are wide differences of opinion among 
assessors as to what constitutes the full cash value of particu- 
lar parcels or classes of property. These variations exist 
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even where values are determined by individual judgment 
and not by differences of method or purpose. No two asses- 
sors or appraisers, acting independently, and each trying to 
determine the actual or full cash value of a given property, 
are likely to place the same amount. 

An important method adopted by the Board to fix a basis 
on which differences in county valuations could be equalized 
and adjusted is the comparison of normal sale values of cer- 
tain real property with assessed values of the same property. 
This method has been used successfully by Wisconsin, Minne- 
sota, Michigan and other state tax commissions; it is gen- 
erally approved as affording the only reasonable basis upon 
which ratios of assessed to actual values can be approxi- 
mately determined. 

The plan is commonly known as the sales method. The 
manner in which it has been used by us is, briefly, as follows : 
Preparatory to the equalization of county assessed valuation 
of 1909, lists aggregating about 30,000 separate sales 
of real property by warranty deeds were taken from the 
records of the several counties. All of the sales listed were 
made during the year between March 1, 1908, and March 1, 
1909. No sale was used wherein the consideration stated was 
less than $100. By counties the number of sales listed varied 
from about 200 each for a few of the smaller ones to 9,000 
for Multnomah County. The assessed valuation of each par- 
cel of property for the year 1909 was then secured. There- 
after the lists were carefully checked and all sales wherein 
the consideration appeared to be nominal or fictitious were 
eliminated. In preparing the record, sales and assessments 
of rural or urban and of town or city property were separately 
considered. The total number of sales finally used for deter- 
mining the respective county ratios was about 19,200. The 
ratio for each county was secured by dividing the total of 
assessments by the total of considerations of the same prop- 
erty therein. 

For the year 1910' the same plan was followed, with cer- 
tain variations of method found advisable. Practically the 
same number of sales werQ considered, but instead of being 
taken for a period of one year prior to the date of assess- 
ment, three years were covered. However, it was found 
necessary to strike out most of the sales for the earliest year 
on account of the difficulty of securing assessed values on 
the exact property listed and by reason of variations between 
true considerations and assessments caused by additions of 
improvements in the interim between sale and assessment. 
In preparing these lists for comparison of sale values with 
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1910 assessments no deed was taken wherein the stated con- 
sideration was less than $500. 

It is not argued that this sales method for determining 
ratios of assessed values of real property to actual values is 
absolute or conclusive. Often exceptional circumstances af- 
fecting considerations or assessments in a given county or 
locality must be taken into consideration. There is also in each 
county a considerable amount of taxable property, consisting 
mainly of the property of companies doing a public service 
business and of the different classes of personalty, for which 
a record of realty sales, however complete or accurate, gives 
no special indication as to ratios of assessed to actual values. 
The equalization between counties of valuations on public 
service properties is now practically settled by the law placing 
the assessment of most of such property in the hands of this 
Board. On assessments of live stock, valuations between 
counties can be and are substantially equalized on a per capita 
basis, taking into consideration natural differences in values 
for different sections of tiie State. Equalization of values of 
other classes of personalty, tangible and intangible, depends 
on such information and data regarding assessment methods 
as the Board is able to secure and as may be exhibited by the 
summaries of assessment rolls. In December 1909 all the 
assessors of the State were summoned to appear before this 
Board and the testimony of each was taken regarding methods 
of assessment and standards of value used by him. C!onsider- 
able information of service was thus secured for the use of 
the Board and it was further found that a meeting of this 
character is of even greater value to the assessors themselves. 
In the general discussion and interchange of ideas many sug- 
gestions are made and received for general improvement of 
the work of assessment. We think that it would be indeed 
good policy to hold a meeting of this character each year, the 
expense thereof to be paid by the State from the appropria- 
tion made for this Board. In this connection it being as- 
sumed, of course, that the Legislature will include in its ap- 
propriation for the Board a sufficient amount to cover the 
expense of such meetings. 

No equalization of county sunimaries or totals of value can 
be made with absolute accuracy and there are grave differ- 
ences in valuation on individual assessments within all coun- 
ties which a State Board of Equalization is powerless to adjust. 
Still we believe that a reasonable equalization between coun- 
ties can be made in such manner that the State taxes based 
and paid thereon are apportioned with substantial justice 
and equality. To quote from decisions of our Supreme Court : 
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"Perfect uniformity in the valuation of property being un- 
attainable, an approximation is all that is required." Such 
an approximation the Board feels that it can and has accom- 
plished. 

That the manner in which the Board has equalized between 
counties and apportioned the taxes to be paid the State has 
not caused competition for low valuations is fully proved by 
the fact that the total assessed value of the taxable property 
of the State has increased by $246,753,745.04 during the two 
years that the Board has made this equalization and appor- 
tionment. The totals for the last three years are $598,133,- 
963.70 for 1908, $694,727,631.90 for 1909 and $844,887,- 
708.74 for 1910. In only one county do the valuations of 
1910 show a decrease from these of 1908, this being Columbia 
County where assessed valuations have been uniformly high 
for several years and the slight decrease of $93,212.00 is 
entirely accounted for by causes wholly aside from any pur- 
pose to reduce valuations. In only one county, Clatsop, has 
an exceptionally low ratio of assessed to actual value been 
continued by the assessor. This proceeding has not reduced 
the amount of State taxes to be paid by that county. 

In other parts of this report will be shown detailed state- 
ments of summaries of county assessment rolls for the years 
1908, 1909 and 1910; also tables exhibiting ratios by which 
a^Dortionment of State taxes has been determined for each 
of said years. 

ASSESSMENT OF PROPERTY OF PUBLIC SERVICE COMPANIES. 

Down to the year 1910 Oregon followed what has been 
repeatedly termed the "primitive method" of assessing prop- 
erty of companies doing public service business. In this 
class are included railroad, sleeping car, express, telephone 
and electric companies and others of similar natvire. This 
primitive method consisted in the assessment of connected 
parts of a public service prooerty by different county asses- 
sors, each one placing an independent valuation on the part 
within his jurisdiction. The assessor was not supplied with 
and not in position to secure any serviceable data for esti- 
mating the value of the property as a whole or for determin- 
ng the relative value of the part within his county. Assess- 
ments made in this manner have been usually mere matters 
of guess work or caprice, determined either by the haphazard 
conclusions of the assessor or by the persuasive representa- 
tions of the company's tax agent. Under such a system there 
have always been glaring inconsistencies between counties in 
valuations of similar public service property and wide dis- 
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crepancies when these assessments were brought in com- 
parison with assessments of other property of different classes 
in the county. Oregon has now practically abolished this en- 
tirely illogical system of assessment. 

By the law of 1909 the Board of State Tax Commissioners 
is required to assess all railroad, sleeping car, union station 
and depot, electric and street railway, express, telegraph, tele- 
phone, refrigerator car and oil and tank line companies doing 
business in the State, together with such heat, light, power, 
water, gas and electric companies as may be doing business 
as one system, partly within the State and partly without, 
or so doing business in more than one county of the State. 
The assessments made by this Board are confined to the 
property of each of such companies, tangible and intangible, 
used in the operation of its public service business. All prop- 
erty not actually occupied in the exercise of the franchise of 
the company or in use in the operation of its corporate busi- 
ness remains assessable by the county assessors. Certain 
specified items of property used in operation by some of the 
companies are further excepted from assessments made by 
the Board and reserved to the jurisdiction of the local asses- 
sor. 

In creating the Board and prescribing its powers and 
duties, the Legislature conferred upon it ample authority to 
require reports and make all investigations necessary for cor- 
rect determination of values of the properties to be assessed. 

Complying with the law and preparatory to assessment on 
basis of value of March 1, 1910, the Board issued complete 
blanks for reports to be made 1^ the companies. As far as 
time and opportunity have permitted the Commissioners have 
also made personal inspection of the properties to be assessed. 
We have found the companies uniformly agreeable to compli- 
ance with the law in making reports and supplying the Board 
with all data and information required. Now that this new 
plan of assessment is established by a year's experience, both 
the Board and the companies should be able to perform the 
great amount of detail work required of them more easily 
and with a larger degree of satisfaction. 

On the roll prepared by the Board the assessed values of 
the properties of the several companies were entered. For the 
review and equalization of these assessments the Board met 
as required by law on the first Monday of December, 1910. 
This work arid the equalization of the summaries of county 
assessment rolls proceeds concurrently. At the date of this 
reoort this dual or combined review and equalization is prac- 
tically completed. 
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The total equalized or reviewed valuation entered against 
the property of each company, represents the Board's deter- 
mination of the full or actual cash value of the property 
assessed. The value assigned to each branch or main line 
is distributed to the counties in which the property is situated 
on a mileage basis. The taxable value assigned to each 
county and certified for extension on the county roll is then 
apportioned in accordance with that county's ratio of as- 
sessed to actual value, determined by the general basis of 
assessment of other property in the county. We will assume, 
for illustration, that the operating property of a certain line 
of railroad is assessed and equalized at $60,000 per mile. 
If in one county through which this line runs property has 
been generally assessed by the county assessor at 100% of 
its actual value, in another at 75% and in another at 50%, 
the respective taxable values per mile apportioned to these 
counties would be $60,000 for the first, $45,000 for the second 
and $30,000 for the third. 

An essential principle in this plan of assessing the property 
of a public service company for taxation is the valuation 
of the same as a unit. In arriving at this unit valuation the 
Board is permitted either to consider only the operating prop- 
erty within the State or to take into consideration the prop- 
erty of the company situated both within and without the State. 
Where the latter plan is used the proportion or part of the 
value of the entire property to be assigned to Oregon is deter- 
mined generally by the relation which the mileage within the 
State bears to the total mileage of the company's lines and, 
specially, by such other considerations as it may be neces- 
sary to consider in order to arrive at a reasonable valuation 
of the property having a situs in the State. Of course the 
property without the State is not assessed, being merely used 
as a basis for determining the value of the property within 
the State. The unit value of the operating property of a 
company having a situs within the State having been deter- 
mined, it is required to make proper allowance and deduc- 
tions for such operating property as is assessed locally by 
the county assessors. 

In computing valuations the Board has, wherever possible 
or expedient, used the capitalization of net earnings method. 
It seems hardly necessary to enter into a detailed explanation 
of this method for determining the fair cash value of public 
utility or qtiasi public corporations or to ur^e its advantages 
in comparison with other • methods of valuation. This ad 
valorem basis of taxation is established in Oregon, wisely we 
think, and the capitalization of net earnings method of valua- 
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tion has been definitely approved by our Supreme Court in 
the case of Oregon & California Railroad Co. v. Jackson 
County, 38 Oregon, 589. This method of valuation has like- 
wise been sustained and approved by many decisions of the 
federal courts and of the Supreme Court of the United States. 
It is a method which surely and accurately determines the 
value of both the tangible and intangible property of a public 
service company, it covers both the value of physical property 
and franchise without requiring a necessarily arbitrary separ- 
ation of the two elements. In using this plan of valuation the 
Board has, wherever possible, taken into consideration aver- 
age net earnings for a period of five years and has used as a 
general rate of capitalization six per cent. 

The total number of separate companies assessed by the 
Board for the year 1910 is 225. By classes of companies 
the number, total equalized value and total taxable value ap- 
portioned to counties are as follows: 

Class of Company. Number. Equalized Val. Apportioned VaL 

Railroad 26 | 96,600,461.00 $71,947,562.00 

Sleeping Car 1 544,508.28 415,696.00 

Union Station and Depot. 1 5,890,000.00 4,181,900.00 

♦Electric and Street Railway.... 10 15,949,652.00 11,008,610.00 

Express 3 776,961.25 555,250.00 

Telegraph 2 611,325.61 453,579.00 

Telephone 168 4,815,564.61 3,401,811.00 

Refrigerator Caiw 8 58,762.74 43,471.00 

Oil and Tank Line 3 10,762.75 7,968.00 

♦Inter-State or Inter-County 

Heat, Light, Power, Water, 

Gas and Electric 6 7,614,496.00 5,247,457.00 

Total 228 |132,872,494.24 $97,263,304.00 

A detailed statement exhibiting the name of each company 
assessed, the total equalized and apportioned values of the 
property thereof, and the assignment of such values to coun- 
ties will be contained in a subsequent part of this report. 

On account ot differences in classification and the addition 
of new property, it is practically impossible to make an exact 
comparison of these apportioned values with the assessed 
values of the same or similar properties in previous years. 
As nearly as can be reasonably determined the property ap- 
portioned to the counties for the year 1910 in the total amount 
of $97,263,304.00 was valued by the county assessors in 1909 
at the total amount of approximately $75,000,000.00. Thus 
the total taxable value of this property for 1910 is about $22,- 
263,304.00 greater than its taxable value of 1909, representing 

♦Three companies included In both classes with respective values, deter- 
mined by character of operation, separately assigned. 
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an increase of about 29.68 per cent. On all other taxable 
property in the State the total valuation was raised from 
approximately $619,727,631.90 in 1909 to $747,624,404.74 in 
1910, representing an increase of about 20.64 per cent. 

CONSTITUTIONAL LIMITATIONS AFFECTING TAXATION. 

From the beginning of our State down to the adoption of 
the amendment designated as Section la of Article IX at the 
last regular general election, the constitutional limitations af- 
fecting taxation in Oregon were as follows : 

Article I, Section 32. "No tax or duty shall be imposed 
without the consent of the people or their representatives in 
the legislative assembly; and all taxation shall be equal and 
uniform." 

Article IX, Section 1. "The legislative assembly shall pro- 
vide by law for uniform and equal rate of assessment and 
taxation; and shall prescribe such regulations as shall secure 
a just valuation for taxation of all property, both real and 
personal, excepting such only for municipal, educational, lit- 
erary, scientific, religious, or charitable purposes, as may be 
specially exempted by law." 

Originally there were few limitations on legislative power 
in American state constitutions. They were brief documents 
dealing with matters of fundamental character and omitting 
detailed provisions, which were left to be provided by the 
legislatures. The constitutions of several of the original 
states of the Union contained practically nothing limiting the 
power of the legislature in matters of taxation. 

As stated by Lawson Purdy, president of the Department of 
Taxes and Assessments of New York City : 

"The Federal Constitution prohibits discrimination between 
subjects of the same class, and between residents and non- 
residents; it prohibits interference with interstate commerce. 
These constitutional guarantees afford ample protection to the 
citizen. Further restraints upon the power of the legislature 
are efforts to impose the will of a living generation upon all 
those that are to come."* 

From the beginning there has been a tendency to expand 
state constitutions, this manifesting itself in marked degree 
some fifty years ago, about the time of the adoption of the 
constitutions of Oregon and a number of other states. In addi- 
tion to positive legislation contained in these constitutions, 
there are numerous provisions commanding, prohibiting or re- 
straining legislative action with reference to a wide variety of 
matters. 



♦state and' Local Taxation, First National Conference (1907), p. 55. 
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A good exposition of this subject is given by Isidor Loeb, 
professor of Political Science and Public Law, University of 
Missouri : 

"Distrust on the part of the people, of their representatives 
in the legislature constitutes the most general explanation of 
this development. This lack of confidence was in part justi- 
fied by acts of the legislatures, but much of it was due to the 
development of democratic ideas of popular sovereignty and 
direct legislation. Convinced of the merits of a particular 
measure, the people hastened to incorporate it into the con- 
stitution, where it would be free from legislative modification. 
As we shall see presently, this attitude, which betrayed a lack 
of historical intelligence, had much influence in fastening the 
general property tax system upon the majority of American 
commonwealths. 

"While the restrictions upon the financial powers of the 
legislature are merely a part of the general mass of constitu- 
tional limitations, they were the first to appeal:, and repre- 
sent the most stringent division of such provisions. This was 
natural in view of the fact that ansrthing which touches the 
purse acquires particular importance. In addition, however, 
a special cause for this condition existed in the financial 
policies which had been pursued by some of the states. In 
order to promote the construction of railroads, state and local 
aid was granted to an extensive degree and under a variety of 
forms. While in somfi cases the public interests were safe- 
guarded, a combination of fraud, extravagance and financial 
depression left many communities facing large debts and 
heavy tax rates. In many instances the railroads were not 
constructed, and there was no increase in land values to com- 
pensate the taxpayer for the burden which was imposed upon 
him. As a result the demand arose for constitutional limita- 
tions which would prevent the state and local governments 
from aiding or engaging in economic enterprises. The re- 
strictions which were adopted to meet this demand would 
prevent the recurrence of the evil, but they were not sufficient 
to satisfy the people, who insisted that their officials and 
representatives should be deprived of the power of incurring 
debts or imposing high rates of taxation for any purpose. 
Connected with this was the demand for the prohibition of 
all privileges and exemptions in taxation such as had been 
granted to railroad and other corporations. As a result the 
constitutional limitations in many states were extended so as 
to apply to the subjects and rates of taxation, to exemptions 
and to public indebtedness. The new states which had not 
passed through a financial experience of this character fol- 
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lowed the practice of the older states when they framed their 
constitutions. * * * 

"The constitutional provisions which apply to the subjects 
of taxation were due for the most part to the desire to pre- 
vent any one from escaping his just share of the burden of 
taxation. The people wished to establish equality and uni- 
formity in this respect and, lacking an intelligent appreciation 
of the principles of taxation, it was natural that they should 
conclude that this could be best secured by subjecting all 
objects of property to the tax."* 

Thus, as stated by a leading authority on taxation : 

"The general property tax, that is, the taxation of every- 
thing, tangible and intangible, seen and unseen, by one uni- 
form rule, is the natural outgrowth of our political conditions, 
but has proven inadequate in the complexity of modem con- 
ditions and has developed the grossest form of inequality. 
This has been pointed out by an eminent economist, (Presi- 
dent Hadley of Yale University) who says that a tax which 
aims to be equal but is ineffectual, produces a kind of in- 
equality, tending to increase as time goes on, and worse than 
all other kinds ; but that a tax which aims to be effective, even 
in apparent disregard of equality tends by constant process 
of economic adjustment to be more and more equal. 

"It necessarily follows therefore that special forms of tax- 
ation adjusted to different classes of property are found 
essential in the administration of State taxing systems, and, 
in the absence of specific constitutional restrictions requir- 
ing all property to be taxed according to the same method 
of assessment, are consistent with the fundamental prin- 
ciples of equality and uniformity inherent in taxation. * * * * 
This right to select, specialize and classify is for the purpose 
of best securing equality in taxation through the efficiency 
of the system adopted, and is clearly distinguished in its 
very nature from discriminations in classification which are 
made for the very purpose and which have the necessary 
result of imposing upon obnoxious classes a burden from 
which favored classes are relieved."* 

The practically unbroken trend of statistical evidence is 
that under the general property tax, personal property largely 
evades taxation, and that this evasion is progressive, becom- 
ing more pronounced as financial and industrial transactions 
become more complex and discovery and valuation of intangi- 
ble wealth become more difficult. It is not necessary to go 
beyond the statistical records of our own State to show that 



♦state and Local Taxation, First National Conference (1907), p. 77. 
♦Judson on. Taxation, pp. 562-564. 
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assessments are gradually reaching a smaller and smaller 
proportion of personal property, especially that of intangible 
character, and that they are falling with increasing weight 
upon real property, and tangible personalty. The summaries 
of assessment rolls show that in 1891 intangible personalty, 
classified as money, notes and accounts and shares as stock, 
amounted to 9.08 per cent of the total value of the taxable 
property of Oregon. In 1896 these items represented 6.56 
per cent of the total; in 1900, 6.59 per cent; in 1905, 5.23 
per cent; in 1909, 4.74 per cent and for the year 1910 they 
dropped to 4.20 per cent of the total. This condition existe 
notwithstanding the undoubted fact that the intangible per- 
sonalty of the State has been increasing in amount or value at 
least as rapidly as has any other class of property. 

More than a century ago older countries began to abandon 
this system of taxation which is so obviously ineffective and 
inequitable. But the progress of improvement and reform in 
taxation has been slow in this country. Three states (Con- 
necticut, New York and Rhode Island) have never placed 
onerous constitutional restrictions upon legislative power to 
impose taxes. In four states (New Jersey, Vermont, Mary- 
land and Iowa) the constitutions do not prevent classification 
of property for taxation. Six states (Pennsylvania, Idaho, 
Delaware, Virginia, Minnesota and Oklahoma) have adopted 
specific constitutional provisions authorizing classification and 
taxation uniform only upon the same class. The remaining 
thirty-three states in their constitutions have provided for the 
general property tax or uniform ad valorem system as the 
main source of revenue. In no one of them does it give satis- 
factory results. This is the unbroken testimony of every tax 
commission, every economist and every expert who has given 
careful consideration to the subject. 

We offer, briefly, quotations from a few of the many 
authorities giving expression to this unanimity of sentiment: 

The Tax Commission of Ohio, after careful investigation of 
the general property tax system in that state, reported in 
1908: 

"First — It punishes the honest. 

"Second — It rewards the dishonest. 

"Third — It results frequently in double taxation. 

"Fourth — It is unjust to the owners of all other property 
(i. e., all real or tangible property). 

"Fifth — It lowers the standard of morality." 

In the case of the Pacific Express Company v. Seibert (142 
U. S. 351), Mr. Justice Lamar, delivering the opinion of the 
court, said: 

Slg. 2 
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"A system which imposes the same tax upon every species 
of property, irrespective of its nature, condition or class, will 
be destructive of the principle of uniformity and equality in 
taxation and of a just adaptation of property to its burdens ;" 
adding, "this court has repeatedly laid down this doctrine." 

The eminent French economist, Le Roy-Beaulieu, in "Sci- 
ence of Finances," says : 

"We have examined the 'property' tax in the United States. 
Modern taxation has seldom invented a more stupid instru- 
ment." 

Professor Charles J. Bullock, of Harvard, on the general 
property tax system: 

"It places the taxpayer in the position of circumventing 
the law, and does not foster habits of good citizenship; the 
latter is the cause of fearful demoralization. Here, again, 
official documents abound in testimony of the evils of the 
system. It is declared to be 'debauching to the conscience and 
subversive of the public morals — a school of perjury pro- 
moted by law' ; it 'puts a premium on perjury and a penalty on 
integrity' ; it 'debauches the moral sense,' produces 'wide- 
spread demoralization' and encourages 'evasion and dishon- 
esty.' This is severe, but no one familiar with the facts can 
doubt the truth." 

The Second International Conference on State and Local 
Taxation held at Toronto, Ontario, in 1908, adopted unani- 
mously, the following resolution: 

"Whereas, the greatest inequalities have arisen from laws 
designed to tax all the widely differing classes of property in 
the same way and such laws have been ineffective in the 
production of revenue, and 

"Whereas, the appropriate taxation of various forms of 
property is rendered impossible by the restrictions upon the 
taxing power contained in the constitutions of many of the 
states ; 

"Resolved, that all state constitutions requiring the same 
taxation of all property, or otherwise imposing restraints 
upon the reasonable classification of property, should be 
amended by the repeal of such restrictive provisions." 

At the Third Conference on State and Local Taxation, 
under the auspices of the International Tax Association, at 
Louisville, Kentucky, in September, 1909, a committee was 
appointed to investigate and report on the causes of the 
failure of the general property tax. This committee was com- 
posed of the following experts in taxation : 

Chairman, Oscar Leser, Judge of the Appeal Tax Court of 
Baltimore, Maryland, and a member of the special commission 
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recently appointed to investigate taxation in that state; Prof. 
E. R. A. Seligman, of Columbia University, a well known 
authority on economics and taxation, and member of the New 
York Special Tax Commission of 1906 ; James C. Forman, for 
many years City Assessor of Toronto, Ontario; Nils P. 
Haugen, member of the Wisconsin State Tax Commission 
since 1901; Frederick N. Judson, of St. Louis, chairman of 
the Missouri Tax Commission of 1906 and author of author- 
tative law treatises on taxation. 

This committee made careful investigation of the subject 
assigned and submitted its findings in a splendid report to the 
Fourth Conference held at Milwaukee, Wisconsin, August 30- 
September 2, 1910. This report was adopted unanimously. 
The committee summarized its conclusions as follows: 

"That the general property tax system has broken down ; 

"That it has not been more successful under strict adminis- 
tration than where the administration is lax; 

"That in the states where its administration has been the 
most stringent, the tendency of public opinion and legislation 
is not towards still more stringent administration, but 
towards a modification of the system ; 

"That the states which have modified or abandoned the 
general property tax show no intention of returning to it ; 

"That in the states where the general property tax is 
required by constitutional provisions, there is a growing de- 
mand for the repeal of such provisions. 

"We conclude, therefore, that the failure of the general 
property tax is due to the inherent defects of the theory ; 

"That even measurably fair and effective administration is 
unattainable ; and that all attempts to strengthen such admin- 
istration serve simply to accentuate and to prolong the inequal- 
ities and unjust operation of the system." 

PROPOSED CONSTITUTIONAL AMENDMENTS RELATING TO TAXA- 
TION, SUBMITTED AT THE GENERAL ELECTION OP 1910. 

The Legislative Assembly of 1909, by Senate Joint Resolu- 
tion No. 22, and House Joint Resolution No. 17, submitted the 
following as proposed amendments of Section 32, Article I, 
and Section 1, Article IX of the Constitution of Oregon: 

Article I, Section 32. "No tax or duty shall be imposed 
without the consent of the people or their representatives in 
the Legislative Assembly. Taxes shall be levied and collected 
for public purposes only, and the power of taxation shall 
never be surrendered, suspended or contracted away." 

Article IX, Section 1. "The Legislative Assembly shall, and 
the people through the initiative may, provide by law a uni- 
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form rule of taxation, except on property specifically taxed. 
Taxes shall be levied on such property as shall be prescribed 
by law. The legislature, or the people through the initiative, 
may provide for the levy and collection of taxes for State pur- 
poses and fpr county and for other municipal purposes upon 
different classes of property, and may provide for the ascer- 
tainment, determination, and application of an average rate 
of levy and taxation upon property taxed for State purposes. 
The legislative power may provide for the apportioning of 
any State tax among the several counties as county obligations 
to the State by reasonable and equitable rules." 

These proposed amendments were well designed to prepare 
the way for genuine tax reform in Oregon. Under them gen- 
eral laws could be enacted providing: 

1. For classification of subjects of taxation, to secure a 
just return from each class according to its earning capacity 
or ability to pay ; 

2. For exemption of certain property from taxation to the 
extent that it performs a public service which would justify 
exemption, in whole or in part; 

3. For complete or partial separation of the sources of 
State and local revenues, that the tax system may conform 
to natural divisions of government and that the burdens of 
taxation may be more equitably apportioned; 

4. For distinct treatment, exemption or specific assess- 
ment, of intangible personalty, removing the abuses of the 
present system of taxing such property ; 

5. For separate classification and taxation of forest lands, 
water powers and other natural resources that conservation 
and development of the same may be promoted ; 

6. For apportionment of State taxes to be paid by the 
counties according to equitable rules, doing away with the 
present cumbersome process of equalization. 

The amendments proposed as stated above were substan- 
tially similar to the amendments suggested by the special 
board of commissioners appointed in 1905 for the purpose of 
examining and reporting on matters of assessment and taxa- 
tion in Oregon. The amendments recommended by this board 
of commissioners (page 9 of their report) were for said 
sections to read as follows: 

Article I, Section 32. "No tax or duty shall be imposed 
without the consent of the people or their representatives in 
the Legislative Assembly ; and all taxation shall be equal and 
uniform upon the same class of subjects within the territorial 
limits of the authority levying the taxes." 

Article IX, Section 1. "Taxes shall be levied upon such 
property as shall be prescribed by law. The Legislative As- 
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sembly shall provide by law for uniform and equal rate of 
assessment and taxation upon the several classes of subjects 
of taxation within the territorial limits of the authority levy- 
ing the taxes; and shall prescribe such regulations as shall 
secure a just valuation for taxation of all property taxed, 
except property specifically taxed/* 

The board of commissioners expressed their belief that 
these amendments would be : 

"Sufficiently elastic to permit the selection of the classes of 
property by the legislature, the assignment of one class of 
property for either the application of the property tax or the 
specific tax beyond the privilege tax, and yet will maintain the 
present requirements of uniformity and equality within each 
class itself. The beneficial results of such constitutional en- 
actments would be that the State could utilize either the 
general property tax or the property tax where such methods 
seem desirable, and specific taxation where such a method 
would seem desirable, under classification, and each system 
of taxation would be co-ordinate to the other." 

These amendments recommended by the board of commis- 
sioners differed from the amendments submitted by the Legis- 
lative Assembly of 1909 more in form than in substance. As 
adopted by the Legislative Assembly and submitted to the 
people at the general election of 1910, *the two amendments 
proposed were approved by the best authorities in matters of 
taxation. By all such they were considered as being in line 
with rational progress of tax reform. In "A memorial sub- 
mitted for the consideration of the constitutional conventions 
of New Mexico and Arizona on behalf of the International 
Tax Association," by its officers, these two amendments, then 
pending in Oregon, were quoted with approval and recom- 
mended for adoption, in substance, by. said constitutional con- 
ventions. 

But these proposed amendments of Section 32, Article I, 
and Section 1, Article IX were defeated at the general election 
in November, 1910. We are of the opinion that this result is 
due entirely to the fact that their purpose and the wisdom of 
their enactment were not fully understood and appreciated; 
I 

TAX AMENDMENT ADOPTED AT LAST GENERAL ELECTION. 

There was proposed by initiative petition and submitted to 
the people at the last general election a measure for another 
amendment relating to taxation. This measure carried and 
is now a part of the Oregon Constitution. The section is as 
follows : 
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ARTICLE IX. 

Section la. "No poll or head tax shall be levied or collected 
in Oregon; no bill regulating taxation or exemption through- 
out the State shall become a law until approved by the people 
of the State at a regular general election ; none of the restric- 
tions of the Constitution shall apply to measures approved by 
the people declaring what shall be subject to taxation or ex- 
emption and how it shall be taxed or exempted whether pro- 
posed by the Legislative Assembly or by initiative petition; 
but the people of the several counties are hereby empowered 
and authorized to regulate taxation and exemptions within 
their several coupties, subject to any general law which may 
be hereafter enacted." 

This measure appeared on the ballot under an attractive 
title, and later discussion discloses that its purpose was not 
fully understood. The affirmative vote on this question was 
44,171, negative 42,127, with 33,950, out of a total of 120,248, 
not voting. Thus the vote in favor of this constitutional 
amendment was less than 37 per cent of the total vote polled 
in the election. 

So far as this amendment relates to the abolishment of the 
poll tax little if any objection can be made to it. It is true, 
however, that in this. respect the amendment is of little prac- 
tical consequence since the general poll tax was repealed by 
statute in 1907. It is also true that this amendment removes 
the old constitutional restrictions by which the general prop- 
erty tax has been imposed upon this State and permits, 
through a cumbersome process of enactment, legislation de- 
signed to classify property for taxation and to separate the 
sources of State and local revenues. 

The two features of this new section of the Constitution to 
which objection may properly be made are: 

1. That it deprives the legislature of the right to enact 
laws regulating taxation or exemption throughout the State. 

2. That it provides for so-called "local option" in taxation, 
authorizing the enactment of laws for independent systems of 
taxation in the several counties. 

It seems that there is no reason for depriving the legislature 
of the right to enact laws relating to taxation or exemption 
which might not be applied with equal logic to any other 
subject of legislation. No general subject with which a law 
making body has to deal is of greater importance than that 
of taxation, and no subject should receive more careful an- 
alysis and consideration. If the Legislative Assembly is not 
competent or worthy to deal with this subject, it is not com- 
petent or worthy to deal with any other subject. Neither of 
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these premises is conceded, nor is it conceded that the entire 
body of the electorate is in position to analyze and consider 
more carefully a general subject of legislation, such as that 
of taxation, than is the Legislative Assembly. It seems that 
the people would be fully protected from the consequences of 
any possible rash or unwarranted action on the part of the 
legislature by the simple constitutional provision that no act 
regulating taxation or exemption shall declare an emergency. 
There would thus be reserved to the people the complete right 
to invoke the referendum on any act of the Legislative Assem- 
bly relating to this subject. 

Completely depriving the Legislative Assembly of power 
to make a law regulating taxation presents the possibility of 
serious injury to the fiscal system of the State. It is recalled 
that, on account of a decision of our Supreme Court holding 
unconstitutional the established basis for apportionment of 
the State tax to be paid by the several counties, it became not 
only expedient but imperative for the Legislative Assembly 
of 1909 to pass an emergency measure providing a new basis 
of apportionment. Had Section la of Article IX been in 
effect at that time and it been necessary to await the general 
election of 1910 before any measure could be enacted to cor- 
rect the difficulty, we would have been without any reasonable 
basis for apportionment of taxes to be paid the State for the 
years 1909 and 1910. Any one who is at all familiar with this 
problem can readily realize how serious would have been the 
demoralization of the fiscal affairs of the State and the assess- 
ment methods of the counties. It is also recalled that in 1903 
it was necessary for the Legislative Assembly to be called in 
special session for the purpose of correcting a vital defect 
or error in the tax laws. Under the restrictions imposed by 
Section la of Article IX such correction would have been 
impossible and the revenue system of the State, and of every 
county and municipal subdivision, would have been seriously 
confused. Of course, it may be said that we shall always get 
along at any rate, that the government will not stop and that 
public obligations will be met in some manner or other. But 
reasonable people will agree that periods of uncertainty and 
confusion in taxation and public finance should, if possible, be 
avoided rather than invited. 

The so-called "local option'' or "home rule" in taxation, 
which is authorized under this new section of the Constitution 
of Oregon, appears contrary to the general course of rational 
tax reform. We believe that the tendency of well-considered 
legislation on this subject should be toward centralization of 
authority and uniformity of laws and methods of assessment 
and taxation within state jurisdictions. The states that have 
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been making most substantial progress for equitable and 
effective taxation have been moving in this direction. In 
recognition of the principles of interstate comity and from 
cumulative knowledge of the fact that all the states are dealing 
with many problems in which they have common interests, 
there has likewise developed a strong tendency for uniformity 
in laws and methods of taxation between states. Thus, the 
Annual Conferences on State and Local Taxation, held under 
the auspices of the International Tax Association, are of in- 
creasing importance and value. Many careful students of the 
subject are now urging the enactment of laws, not for local 
option and diversity, but for centralization and uniformity in 
authority and methods of taxation. 

The natural tendency under local option in taxation will be 
toward disorganization of the revenue system of the State. 
Permitting the counties to adopt different classifications of 
property to be taxed or exempted and different standards 
of value in assessment is reasonably certain to be destructive 
of any general and orderly plan of tax reform. Under such 
a system controversies and jealousies between counties are apt 
to be engendered and principles of inter-county comity per- 
verted. It may be added that with a diversity of standards 
and methods of taxation within the State, the difficulties and 
uncertainties in determining the equitable share that each 
county should contribute, directly or indirectly, to the rev- 
enues of the State will be greatly increased. If we are to 
have local option in taxation we should certainly provide for 
complete separation of the sources of State and local revenues. 
As will later be shown, this plan seems not entirely advisable. 

Prof. Chas. J. Bullock, of Harvard, discussing separation of 
State and local revenues, in an address published in the 
Quarterly Journal of Economics for May, 1910, says : 

"The reason usually assigned for the proposal (local option 
or home rule in taxation) is that local conditions differ very 
widely, and that each community is the best, indeed the only, 
judge of its own needs. But I believe that there are very few 
advocates of local option who, after prolonged consideration 
of sufih diversities, would not in any concrete case recommend 
either total exemption of all personalty or the single tax. 
And I have often heard the opinion expressed that if any 
locality should hold out to investors the prospect of total ex- 
emption of personal property — ^to say nothing of exemption 
of improvements on land — capital and industries would mi- 
grate to that district in such volume that other places would 
be forced to grant similar exemptions if they desired to retain 
any part of their movable wealth. I cannot; then, believe that 
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the real purpose of most advocates of the plan is anything but 
the ultimate establishment of a uniform system of exemption 
of certain classes of property, and the concentration of local 
taxes on real estate or on land values alone. Such a program 
is difficult to carry through state legislatures where the farm- 
ers have a voice, but it might readily be accepted in large 
cities where only a small fraction of the voters are owners of 
real estate. Until we are prepared to accept state-wide uni- 
formity in the concentration of local taxes upon real estate or 
land values, we are bound to oppose local option as a remedy 
for real or alleged diversities of local conditions and needs. 

**If, however, I am wrong in believing that the purpose and 
possible result of local option is what I have represented it, 
and if the outcome of the experiment would be the establish- 
ment of diverse local methods of taxing many or most kinds 
of property and business, it is easy to show that such diversity 
unless narrowly restricted by law, would give rise to undesir- 
able, even intolerable conditions. Suppose that one county 
should decide to tax mortgages as an interest in real estate 
where the land lies, that another continues to tax mortgages 
^s personal property, and that the state, in its quest of inde- 
pendent revenues, establishes a recording mortgage tax. Then 
the interest the mortgagee has in the land would be taxed in 
the first county, the mortgage note might be taxed in the 
second, and the state would impose a third tax at the time 
the mortgage was recorded. In the assessment of taxes on 
business enterprises owning property and conducting opera- 
tions in two or more places, similar opportunities would exist 
for double or multiple taxation; and other cases would prob- 
ably arise in which similar injustice would be perpetrated. 
So far as I know, no country permits any such degree of local 
option, and the only result in the United States would be local 
chaos, assuming still that most forms of property and business 
would remain on the list of taxables. This is not to say that 
no latitude whatever should be allowed local governments. 
Such a tax as the habitation tax, which does not affect the 
distribution of capital or offer opportunity for unjust double 
taxation, might be introduced, if any community desired it, in 
connection with other taxes; and there may be one or two 
other taxes the use of which could safely be made permissive. 
But with such possible exceptions, the forms and methods of 
local taxation should be prescribed by State law, and few 
things could be more undesirable than the wide discretion it is 
proposed to grant local governing bodies.'' 

Prof. T. S. Adams, of Wisconsin University, in discussing 
the same subject, says : 

"Despite its attractions, however, I believe that, on the 
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whole, the program just described — ^the idea of complete sep- 
aration of state and local finances with fiscal autonomy in each 
sphere — is impossible of realization and retrogressive in di- 
rection, making away from and not toward the real solution 
of our most important problems. I believe that real progress 
lies in the direction of centralization, not decentralization, of 
fiscal control." 

state and Local Taxation, Proceedings of First National Conference (1907), 
p. 517. 

This new constitutional provision is commonly known as the 
single tax amendment. It was proposed and advocated largely 
by single taxers and, admittedly, permits the adoption of the 
single tax program by any county. It is not the purpose of 
this report to present an argument for or against the single 
tax. But we submit that Henry George himself, the first and 
most logical of all single taxers, never, in his most enthusiastic 
moments, suggested a scheme for adoption of the single tax so 
radical as that now proposed by his followers in Oregon. As 
stated by C. B. Fillebrown, president of the Massachusetts 
Single Tax League : 

"I believe in the single tax defined by Henry George in 
Trogress and Poverty,' as *The abolition of all taxes save 
those on land values,' to be accomplished, as he said at Sara- 
toga, *by the slow process of educating men to demand it' ; to 
which he added, *In thinking of details it should be remem- 
bered that we cannot get to the single tax at one leap, but only 
by gradual steps, which will bring experience to the settlement 
of details'." 

"The A B C of Taxation," p. 153. 

Henry George and all other rational economists have well 
understood the effects of taxation on economic conditions and 
have realized the dangers in sudden and radical changes of 
taxing systems. In a well-ordered program of legislation 
tending toward the single tax we see little to fear and consid- 
erable to commend. Such a program should comprehend gen- 
eral legislation applied to the entire State and not to some 
particular county or counties. It should also extend over a 
period of years, as advised by the greatest of all single taxers, 
permitting a gradual adjustment in economic conditions, in- 
stead of being manifested in a sudden and radical change of 
the entire scheme of taxation. As stated by a well-known 
authority : "Systems of taxation are not made to order, but 
grow out of the history and environment of the people. 
Changes are generally the result of new habits of life, new 
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methods of business, new forms of property and general modi- 
fications of environment." 

CONSTITUTIONAL AMENDMENTS RECOMMENDED. 

In conformity with this discussion, we recommend for sub- 
mission to the people at the regeular general election of 1912, 
as proposed amendments to the Constitution of Oregon, the 
following : 

Article I, Section 32. "No tax or duty shall be imposed 
without the consent of the people or their representatives in 
the Legislative Assembly. Taxes shall be levied and collected 
for public purposes only, and the power of taxation shall 
never be surrendered, suspended or contracted away. All 
taxes shall be uniform upon the same class of property within 
the territorial limits of the authority levying the tax." 

Article IX, Section 1. "The Legislative Assembly shall, and 
the people through the initiative may, provide by law uniform 
rules of taxation, except on property specifically taxed. Taxes 
shall be levied on such property as shall be prescribed by law. 
The Legislative Assembly, or the people through the initiative, 
may provide for the levy and collection of taxes for State 
purposes and for county and for other municipal purposes on 
different classes of property, and may provide for the ascer- 
tainment, determination, and application of an average rate 
of levy and taxation on property taxed for State purposes. 
The Legislative Assembly, or the people through the initiative, 
may provide by reasonable and equitable rules for the appor- 
tioning of any State tax among the several counties as county 
obligations to the State." 

Article IX, Section la. "No poll or head tax shall be levied 
or collected in Oregon. The Legislative Assembly shall not 
declare an emergency in any act regulating taxation or exemp- 
tion." 

SEPARATION OP THE SOURCES OP STATE AND LOCAL REVENUES. 

For many years separation of the sources of State and local 
revenues has occupied a conspicuous place in all plans for 
improving systems of taxation in the various states. To many 
this idea has been of first importance. It has been urged that 
by such separation existing inequalities in taxation would be 
removed and the burdens of taxation would be distributed 
with substantial justice on counties and local communities. 
It has been argued that by abolishing the direct State tax 
every inducement for low valuation of property subject to 
local taxation would be removed and, automatically, full and 
fair values would result. It has been claimed that the plans 
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for separation are based on relations which classes of property 
bear to natural divisions of government and that such adjust- 
ment would remove that diversity of local interest which 
blocks most attempts to modify tax laws, and would open the 
way for other desirable changes. It has likewise been fre- 
quently argued that, under separation of the sources of State 
and local revenues, the various local governments might be 
granted either partial or complete freedom in methods of 
taxation. 

For a number of years Oregon has been working toward 
this separation of revenues. The collection of State revenues 
from independent sources has gradually increased until, for 
the year ending September 30, 1910, they amounted to $393,- 
209.96, representing about one-fifth of the total amount re- 
quired to pay the expenses of the State government. The 
organization and license fees of corporations, fees of the 
Department of State, and transfers from the inheritance tax 
and insurance funds are the chief items in such collections. 
It is generally agreed that these fees and taxes, together with 
a number of other charges, should properly be reserved for 
the State. But at this point there comes difference of opinion 
as to the taxes that should next be taken as exclusive subjects 
of State revenue. By many it is urged that public service 
companies generally, including railroad, sleeping car, electric 
and street railway, telegraph, telephone, express, private car 
companies, etc., should be assessed and taxed exclusively by 
•the State. This view is taken on account of the fact that the 
operations of such companies are not usually confined to local 
districts and that each draws its earnings from the people of 
other localities than those in which the property has its situs. 

But this rule is found to have many exceptions and varia- 
tions and we doubt that its general application would be satis- 
factory. If the property of all public service companies now 
assessable by this Board were taxed exclusively for State rev- 
enue, at the average rate of levy on other property, under 
present conditions very little if any direct State tax would 
have to be paid by the counties. But before attempting any 
such separation of State and local revenues, we should con- 
sider the effect of this proceeding on the present basis by 
which the contributions of the different counties for the sup- 
port of the State government are determined. As a matter of 
fact, if all of our public service property were assessed ex- 
clusively for State revenue, certain counties would contribute, 
indirectly, very much more for support of the State govern- 
ment than they do under the present system, while the contri- 
butions of certain other counties would be exceedingly reduced. 
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This is a matter that should be carefully worked out, that the 
interest of every county may be safeguarded in whatever plan 
of separation adopted. Any other course would certainly be 
the cause of much dissatisfaction. 

One of the chief objections urged against complete separa- 
tion of the sources of State and local revenues is that there 
would be a lack of elasticity in State treasury receipts. In- 
come would not adjust itself to the increasing or diminishing 
demand for expenditures. Whatever its other defects, the 
direct tax for State purposes, apportioned to the counties, does 
provide for this elasticity of revenue. 

Another objection is that complete separation would prob- 
ably induce increased expenditure, possibly extravagance, in 
State affairs. As long as a part, even a very small part, of 
the State revenue is derived from taxes paid directly by all 
the counties, each taxpayer retains an interest in economical 
State administration. This interest once eliminated, it ap- 
pears probable that expenditures for State purposes would ma- 
terially increase. As stated by Prof. Chas. J. Bullock, in an 
address before the League of Virginia Municipalities in 1909 : 
"But I think it can be shown that in most cases, even when 
allowance is made for unwise use of public credit, 'the usual 
result of abolishing direct State taxation was an unprece- 
dented increase in ordinary expenditures." Prof. Bullock 
states further, "that in New York expenditures increased from 
$12,934,000 to $34,589,000 during the fifteen years ending in 
1908, and that, although opinions differ, there are well-in- 
formed persons who believe that abolition of direct taxation is . 
responsible for a considerable part of the increase.*' 

Oregon could and should go much further along the line of 
separation of State and local sources of revenue. The tran- 
sition should be gradual with the end in view of reaching a 
point where considerably the larger part (i. e., three-fourths 
or four-fifths) of the State revenue would be derived from 
independent sources. We believe that there should always 
remain a small direct State tax to be paid by the counties, to 
give elasticity to the revenue system and to preserve the con- 
tinued interest of the individual taxpayer and voter in the eco- 
nomical administration of the State government. 

At the earliest time possible legislation should be enacted 
which would materially increase the State revenue to be de- 
rived from independent subjects of taxation, and correspond- 
ingly reduce the amount required to be collected in direct taxes 
on the counties. Three subjects of taxation that should prop- 
erly, at this time, be applied toward such increase of State 
revenue are the following : 
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1. The collection of taxes on gifts, legacies and inherit- 
ances, should be materially incrceased by certain well-advised 
changes in rates and exemptions. A committee of experts in 
inheritance taxation has recently reported to the International 
Tax Association the substance of a model law on this subject. 
Effort is being made to introduce into the laws of a number of 
states the recommendations of this committee. The great 
advantage of uniform state laws on the subject of inheritance 
taxation can be readily appreciated, and we think that Oregon 
should be one of the States to adopt the provisions recom- 
mended. The inheritance tax collections in Oregon for the 
year ending September 30, 1910, were $61,536.64. It is esti- 
mated that with similar conditions collections under the law 
proposed would be at least double this amount. 

2. The taxation of mortgages or of mortgage notes under a 
general property tax system is the subject of most serious 
abuses and gravest injustice. It is a system which punishes 
honesty and rewards dishonesty, burdens those who' are least 
able to bear the load and relieves those who are least deserv- 
ing of relief. There are undoubtedly considerations of equity 
which might justify the complete exemption of this class of 
property. But if mortgages or the evidences of indebtedness 
thereby secured are to be taxed at all, a mortgage registry tax, 
along the lines of the New York and Minnesota statutes, ap- 
pears to be the only fair and absolutely effective system. 
Under such a law a tax of fifty cents is imposed, payable at 
the time the mortgage is recorded, on each one hundred dollars 

. or major fraction thereof of the principal indebtedness. There- 
after the mortgage and the note or other evidence of indebted- 
ness secured are exempt from further taxation under the 
general property classifications. For simplicity and effective- 
ness in administration, such a tax should be a source of State 
revenue. 

3. There are certain companies doing public service busi- 
ness which, as a matter of convenience and economy if for no 
other reason, should pay to the State the entire tax charged 
against them. In this class are express, telephone, telegraph, 
sleeping car, refrigerator car, oil and tank line and a few 
other companies. The system under which we are now re- 
quired by law to assess and tax the properties of these com- 
panies is ridiculous in that a very large part of the taxes 
derived from them are expended in the administrative work of 
assessment and collection. The unit values of such properties 
are required to be apportioned to the rail and wire mileage 
over which the companies operate within the State. The ap- 
portioned values per mile are comparatively small and the 
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labor involved in distributing the assessments and making the 
collections in each case, through several counties and many 
local taxing districts, is unreasonable and expensive. The tax 
to be paid by each of these companies should be computed by 
applying an average rate of levy to the unit assessment of the 
entire operating property of the company taxable within the 
State. Under such a system the companies would pay prac- 
tically the same taxes that they pay now, the process of assess- 
ment and collection would be greatly simplified and made more 
effective, and the aggregate of taxes so collected would be a 
considerable contribution to the revenues of the State, without 
injustice to any county. 

Constitutional provisions permitting, we feel certain that 
this plan for the gradual separation of the sources of State and 
local revenues is the one that should be followed. It will doubt- 
less appear from time to time that a considerable part of the 
taxes derived from other public service properties can safely 
be shifted from local to State collection. Within a few years 
Oregon should be deriving the larger part of its State revenue 
from sources independent of local taxation. 

ATTITUDE OF THE BOARD ON TAX LEGISLATION. 

The Board has not prepared, and does not intend to prepare 
at this time, a new tax code. We are persuaded, both from 
the experience of Oregon and of other States, that t^x laws 
should be changed gradually and with as little friction as pos- 
sible, that the changes should be evolutionary rather than 
revolutionary in nature. The present tax code is probably as 
good as could have been secured under the constitutional 
restrictions in effect at the time of its adoption and with the 
experience then available. But with these restrictions removed 
and with the experience derived from two or four years' opera- 
tion of these laws, several changes suggest themselves as being 
advisable. 

In addition to the recommendations already made in this 
report with reference to proposed constitutional amendments, 
to the inheritance tax, to the mortgage registry tax and to the 
taxation of certain companies exclusively for State revenue, 
the Board is of the opinion that there should be submitted to 
the people for their approval or rejection at the next regular 
election measures designed to amend the tax laws in two 
further particulars — 

1. The householder's exemption, formerly unconstitutional 
but which would now undoubtedly be held valid, should be 
restored. With the high per centage of assessed to actual value 
now prevailing in most of the counties, this exemption might 
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properly be increased from three hundred to five hundred dol- 
lars. It appears also that the equitable features of an exemp- 
tion of this character might be better served if the same were 
granted to all taxpayers and applied to either personal or real 
property ; 

2. The three per cent rebate allowed on taxes paid on or 
before March 15th of each year has been the subject of much 
deserved criticism and we are of the opinion that it should be 
abolished. In this connection it is suggested that, with the 
abolishment of the rebate, there should be provided a cum- 
ulative interest charge of one per cent for each month or frac- 
tion thereof that taxes remain unpaid after April 1st; taxes 
charged on personal property becoming delinquent June or 
July 1st, and on real property October or November 1st there- 
after. It appears that this plan would be of advantage over 
the present law in that it would distribute the collections over 
a longer period, simplify the work of administration, and 
operate more equitably as between taxpayers. 

There are doubtless other features of the tax laws of Ore- 
gon which should be corrected or modified at an early date. 
But it does not seem advisable for the Legislative Assembly 
to submit for the next general election a number of separatee 
and disconnected measures relating to taxation. To meet the 
unusual conditions imposed by Section la of Article IX of the 
Constitution, we suggest that by proper resolution a special 
committee be appointed from the Senate and House of Rep- 
resentatives, to act in conjunction with this Board in the 
preparation of a few well-considered measures to be submitted 
to the people through the initiative. 
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The Board of State Tax Commissioners 

of the 

STATE OF OREGON 

After full consideration, ha* assessed the proper- 
ties of such public service corporations as it is by 
law required to assess within the State of Oregon 
for the year 1910, and has equalized and appor- 
tioned such assessments as follows, to wit : 
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TABLE NO. XIV. 

Showing peroentages of total assessed value of taxable property repre- 
sented by certain specified classes of property of public service cor- 
porations for the year 1910. 
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2.2402 


.0018 
.0010 

""."0006" 


.4640 


Multnomah.. 
Polk- . . 


1.8866 


2.7887 


1.0068 


HhArTn&nL 


.0846 








Tillamook 












Umatilla 

Union 


.1600 
.1810 




.1888 


.1808 

.0840 
.0417 
.0780 
.0718 


.0608 
.0657 
.0207 
.0888 
.0080 


.0088 
.0074 
.0022 
.0001 
.0028 


.0011 
.UUU8 


.6880 
.8868 


Wallowa 








Wasco 


.1168 






.0008 
.0004 




Washlnffton 




8.0204 




Wheeler 








Yamhill 


0.8088 




. 


.0017 


.0212 


.0088 


.0006 










State 


8.5150 


.0482 


.485 


1.808 


.0057 


.0687 


.4020 


.0061 


.0008 


.0211 
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TABLE XVI. 

StAtement of the apportionment of the State taxes among the several counties of 
the State for the year IWw. 

The following table shows— 

i^r«C— The total taxable property in each county and of the State as last assessed by 
the county assessor and equalized by the county board of equalization thereof and cer- 
Ufled by the various county clerks to the Secretary of State as of the date of the last 
county assessment. 

/Second— The total taxable property in each county as last assessed and equalized as 
adjusted and equalized bv the Governor, Secretary of State, and State Treasurer^ acting 
Jointly, as required by said act of February 2, 1909. 

TTiird— Proportion, in percentage, which the equalized value of taxable property 
within each county bears to the t^tal amount of taxable property in all of the counties 
of the State, as so determined and equalized, which proportion is also the proportion 
of the State taxes to be paid by the several counties of the State, as provided in said act 
of February 2, 1909. 

I^mrth— The total amount of revenue to be raised for the fiscal year ending Decem- 
ber 81, 1909, for State purposes, not provided for by a special tax, dulv authorized by law, 
and apportioned to each county of the State of Oregon, to be levied and collected and 

Said into the State Treasury by each of said countle'* in the manner provided by law, 
elng the resulting per cent apportioned to each of said counties of the sum of one mil- 
lion two hundred seventy-five thousand dollars (91,275,000.00), as set out in the before- 
mentioned table, the said sum of one million two hundred and seventy-five thousand 
dollars ($1,275,000.00) being^the total revenue to be raised by taxation for State purposes 
for the fiscal year ending December HI, 1909, being at the rate of 2.13163 mills on each dol- 
lar of the assessed value of the total taxable property in the several counties, as assessed 
by the several county assessors, equalized by the county boards of equalization, and as 
finally equalized by the Governor, the Secretary of State, and the State Treasurer. 



County 



Baker 

Benton 

Cllackamas 

Clatsop 

Columoia 

Coos 

Crook — 

Curry 

Douglas 

Gilliam 

Grant 

Uarney 

Hood River 

Jackson 

Josephine 

Klamath 

Lake 

Lane 

Lincoln 

Linn 

Malheur 

Marion 

Morrow 

Multnomah 

Polk 

Sherman 

Tillamook 

Umatilla 

Union 

Wallowa 

Wasco 

Washington 

Wheeler 

Yamhill i 

Totals 



7\if aI va'«i« of 

taxable prOftertif 

a* equalized 

fry the County 

Board of 
EqualiMatton 



9,6(t2,3S0 00 
5,113,480 00 

22,850,635 00 
8,782,420 00 

15,514,488 00 

14,248,014 00 
7,070,254 00 
3,358,473 00 

2S,S88,500 00 
6,873,647 00 

3,654,675 00 
2,500,428 00 
2,870,293 00 
26,685,249 00 
8,212,762 00 

7,105,904 00 
4,309,578 00 

19,181,315 00 
4,153,062 00 

21,223,885 00 

4,212,205 00 

31,858,855 00 

7,732,299 00 

286,187,737 00 

10,075,000 00 

6,381,075 00 
11,524,988 00 
25,169,227 70 
7,109,835 00 
7,226,295 00 

5,927,345 00 
12,553,668 00 

2,6iK),472 00 
12,235,570 00 



S 598,138,963 70 



Total taxahle 
property ae 
tqualUied by 
the State 
Board of 
BqaaliMation 



14,654,282 12 
10,886,088 14 
20,037,487 76 
14,654,282 12 
6,998,167 88 

12,381,373 05 
7,357,047 76 
2,930,856 42 

21,478,000 81 
5,742,086 05 

4,486,004 73 
7,536,487 95 
5,861,712 85 
17,944,018 92 
5,981,339 64 

9,450,516 63 
5,682,272 66 

26,676,774 75 
3,8J8,057 87 

28,291,736 50 

4,904,698 50 
34,033,822 55 
6,878,540 59 
190,086,973 46 
16,867,377 78 

5,682,272 66 
6,579,473 60 
80,8a^,899 15 
13,936,521 36 
4,844,885 1) 

10,706,597 96 
16,628,124 20 
3,170.110 00 
20,157,114 67 



Per cent 

of equalixed 

value to total 

and per cent 

of the etate 

taxet to be 

paid by the 

aeveral 

covntiee 



.0245 
.0182 
.0835 
.0245 
.0117 

.0207 
.0123 
.0049 
.0359 
.0096 

.0075 
.0126 
.0098 
.0300 
.0100 

.0158 
.0095 
.0446 
.0064 
.0473 

.0082 
.0569 
.0115 
.3178 
.0282 

.0095 
.0110 
.0515 
.0233 
.0081 

.0179 
.0278 
.0053 
.0337 



I 598,183,968 70 



1.0000 



il mount of revenue 

for etate purpoeee, 

to be raieed by 

taxation and 

apportioned 

to each county, 

to be eoUeeted, 

and paid into the 

State Treaeury 



81,287 50 
28,205 00 
42,712 50 
81,237 50 
14,917 50 

26,892 60 
15,682 50 
6,247 50 
45,772 50 
12,240 00 

9,562 50 
16,065 00 
12,495 00 
88,250 00 
12.750 00 

20,145 00 
12,112 50 
50,865 00 
8,160 00 
60,807 50 

10,455 00 
72,547 60 
14,662 60 
405,105 00 
85,955 00 

12,112 50 
14,025 00 
65,662 60 
29,707 60 
10,827 60 

22,822 50 

85,445 00 

6,757 50 

42,967 50 



S 1,275,000 00 
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TABLE XVII. 

STATEMENT OF THE APPORTIONMENT OF THE STATE TAXES AMONG 
THE SEVERAL COUNTIES OF THE STATE FOR THE YEAR 1910. 

The following table shows— 

First— The total taxable property in each county and of the State as last assessed 
by the county assessor and equalized by the county board of equalization thereof 
and certified by the various county clerks to the secretary of the Board of State Tax 
Oommissioners as of the date of the last county assessment. 

Socond— The total taxable property in each county as last assessed and equalized, 
as adjusted and equalized, by the Board of State Tax Oommissioners. as required by 
section 28, chapter 218, General Tjaws of Ore^ron, 1909. 

r/w'rd— Proportion, in percentage, which the equalized value of taxable property 
within each county bears to the total amount of taxable property in all of the coun- 
ties of the State, as so determined and equalized, which proportion Is also the pro- 
portion of the State taxes to be paid by the several counties of the State, as pro- 
vided in said section 28, chapter 218, General Laws of Oregon, 1909. 

Fourth— The total amount of revenue to be raised for the fiscal year ending De- 
cember 81, 1910, for State purposes, not provided for by a special tax, duly authorized 
by law, and apportioned to each county of the State of Oregon, to be levied and col- 
lected and paid into the state treasury by each of said counties in the manner pro- 
vided by law, being the resulting per cent apportioned toeach of said counties of the 
sum of one million, five hundred twenty-eight thousand, four hundred dollars and 
seventy-nine cents (9l,528.4(K).79), as set out in the before-mentioned table, the said 
sum of one million, five hundred twenty-eight thousand, four hundred dollars and 
seventy-nine cents ($1,528,400.79), being the total revenue to be raised by taxation for 
State purposes for the fiscal year ending December 81, 1910, being at the rate of 2.2 
mills on each dollar of the assessed value of the total taxable property in the several 
counties, as assessed by the several county assessors, equalized by the county boards 
of equalization, and as finally equalized by the Board of State Tax Oommissioners. 



County 


Total value of 

taxable property 

a$ equalized 

by the County 

Board of 
Squall zaiton 


Total taxable 

property a» 

equalized hy the 

Board of State 

Tux Committionert 


Per cent 

of eqvaUzr.d 

value to total 

and i>er cent 

of the »t»te 

taxes t" be 

paid hy the 

several 

cottfitiee 


Amount of revenue 
for state purpoeea, 
to he raUed by 
taaation and 
apportioned 
to each oounty, 

and paid into the 
State Treasury 


Baker _. 


$ 10.003.500 00 
7.474.692 00 

22.087,132 00 
8.881.221 00 

14,951.595 00 

14.811.901 00 
7.910.421 00 
3.144.826 00 

27.275.740 00 
8.554,624 00 

4.781.194 00 
6.708.665 00 
7,459,570 00 
26.488.666 00 
8,771,170 00 

10.818,164 00 
7.858.594 00 

22,006,9'>0 00 
4,172.665 00 

£5.888. 6&6 00 

6,422.700 flO 
38.668.400 00 
11,086.891 00 
251.891.887 00 
18.888,620 00 

6.561.810 00 
11.757.252 00 
41.917,202 50 
16.854.783 00 

8.676.770 00 

9.647.410 00 
15.885.855 00 

4,066.778 00 
14.627.518 40 


$ 16.284,420 00 
10.156.980 00 
22.048.721) 00 
15.089.490 00 
11.865.950 00 

15,214.550 00 
7.988,800 00 
8,112.890 00 

25.008.260 00 
7,857,880 00 

5,071,160 00 
6,565,180 00 
7,440.540 00 
28.891,700 00 
8.677,160 00 

10.809.760 00 
6.099.710 00 

28.5105.960 00 
5.692.560 00 

25.815.880 GO 

6,618.810 00 

82,448.800 00 

9,100.940 00 

247.267.520 00 

18.276.260 00 

7.030.650 00 
10.990,600 00 
88.965.255 50 
16.284,420 00 

7,947,690 00 

11.310.180 00 
17.145.890 00 
3.313.850 00 
16.805.276 40 


.02844 
.01462 
.03173 
.02172 
.01708 

.08190 
.01142 
.00448 
.08599 
.01131 

.00780 
.00945 
.01071 
.08489 
.01249 

.01484 
.00878 
.04060 
.00805 
.08644 

.00952 
.04670 
.01810 
.85692 
.01911 

.01012 
.01682 
.04889 
.02844 
.01144 

.01628 
.02468 
.00477 
.02347 


$ 86.825 71 


Benton _— 


28,846 22 


Clackamas _ . ._. 


48,496 16 


Clatsop 


88.196 80 


Columbia .. 


26,106 09 


Coos ._- -. . 


88.471 96 


Crook 


17.464 84 


Curry 


6.847 24 


Douglas 


55,007 14 


Gilliam 


17,286 21 


Grant. > .' 


11,167 82 


Harney 


14,448 89 


Hood River . .._ 


16.869 17 


Jackson 


62.561 70 


Josephine _ 


19.089 78 


Klamath 


22.681 47 


Lake 


18,419 36 


Lane 


62.058 07 


Lincoln >.. 


12.306 68 


Linn 


56,694 98 


Malheur... 


14,660 88 


Marion ^ 


71,876 88 


Morrow 

Multnomah 


20,022 05 
548.988 41 


Polk 


29,207 74 


Sherman 


15.467 42 


Tl llamook 


24.179 80 


Umatilla 


74.728 62 


Union 


85,825 71 


Wallowa 


17.484 90 


Wasco 


24.882 86 


Washington . 


87.780 98 


Wheeler 


7,290 47 


Yamhill 


85,871 57 






Totals 


S 694,727.681 90 


S 694.727.631 90 


1.0000 


S 1,528,400 79 
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ERRATA 



Page 39, line seventeenth from the bottom, last item should read 

"$9,053,794.00," for "1350,505.00." 
Page 4p, line twelfth from the bottom, last item, should read, "|16,199.00.' 
Page 41, line twenty-second from the bottom, gives the totals for the 

entire assessment of Wells Fargo & Company. 



Digitized by 



Google 



■ V 



UNIVERSITY OF MICHIQAN 

lliilliii 

3 9015067102544 




Digitized by 



Google 



Digitized by 



Google 



